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Introduction
Households have interacted with financial markets in the last 20 years, much more so than in the past, and also have been exposed to increased financial risk as a consequence of financial market liberalization and policy reforms aimed at promoting retirement savings through private pension funds and individual retirement accounts. Although to different extents, these trends are affecting all countries and all dimensions of economic transactions, from payment needs, as witnessed by the growth of the credit card industry, portfolio investments, and borrowing in the mortgage and consumer credit markets. Many of these activities, however, are entered into by uninformed individuals.
The recent crisis has amplified the risks that people face when they lack the financial sophistication required to absorb financial shocks. Other things equal, differences in economic literacy create the potential for significant distributional consequences of a financial crisis, because unsophisticated investors are more exposed to financial market fluctuations then investors that are able to manage and diversify risks. The risks are especially severe for individuals whose pensions depend on stock market developments and for the elderly whose assets are based on decisions made in the past and whose margins for adjustment are smaller.
Some recent financial economic studies have made considerable progress in measuring economic literacy. Economists have tended to measure literacy through a rough selfassessment of respondents' financial sophistication; however, there is a second generation of studies based on detailed and more reliable questions on finance. These surveys have established convincingly that a large proportion of the adult population knows very little about finance and that many individuals are unfamiliar with even the most basic economic concepts, such as risk diversification, inflation, interest compounding, and mortgage and other debt instruments (Lusardi, 2008) . There is also substantial evidence that economic literacy differs widely across households and tends to be rather limited in the less educated, poorer demographic groups. What makes this evidence even more worrying is that many people are not even aware of their ignorance.
Although considerable progress has been made on measuring economic literacy, its determinants, the effectiveness of financial education and the consequences of financial literacy for households' financial decisions are not well understood. This paper adopts an 2 international comparative perspective, which involves merging indicators of economic literacy with a wide set of macroeconomic and institutional variables. The purpose of the analysis is to study the factors that are more likely to explain international differences in literacy using cross-country and time-variable indicators.
To study cross-country differences in economic literacy, the ideal dataset would include an assessment of financial knowledge and skills, such as is provided by OECD-PISA for 15-year olds for math or science. In These findings are consistent with standard human capital models where households' knowledge depends on cognitive abilities and the incentives to acquire information, which, in turn, are related directly to the size of financial markets (Delevande, Rohwedder, and Willis, 2008 ).
The paper is organized as follows. Sections 2 and 3 respectively, discuss the importance of economic literacy and review the existing international evidence. Section 4 describes the data used in the paper, and Section 5 reports the cross-section and panel regressions. Section 6 concludes.
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Why is economic literacy important?
Economic literacy is increasingly important for households' decisions about on how to invest wealth and how much to borrow in financial markets. Literacy also has far-reaching consequences for the stability of the overall economy.
The asset side
On the asset side, economic literacy is important because financial products have become extremely complex. Even for simple products, such as savings accounts and government bonds, there are usually several options and several different contracts, which makes choice more difficult. Furthermore, due to financial market innovations and deregulation, since the end of the 1980s, the number of financial products that is available has increased considerably, with many new options in terms of investment in equities and bonds. In many countries, households are more exposed to financial risks as a consequence of greater stock market participation and policy shifts aimed at promoting retirement/pension arrangements through individual retirement accounts and private pension funds.
Several empirical studies have found that lack of economic literacy is associated with poor risk diversification, inefficient portfolio allocations and low levels of savings. Banks and Oldfield (2007) look at numerical ability and other dimensions of cognitive function in a sample of older adults in England (the English Longitudinal Study of Ageing ) and find that numeracy levels are strongly correlated with measures of retirement saving and investment portfolios, understanding of pension arrangements, and perceived financial security. In subsequent work, Banks, O'Dea and Oldfield (2009) look at the extent to which differences in numeracy and broader cognitive ability predict subsequent trajectories for key economic outcomes such as wealth, retirement income and key dimensions of retirement expectations. Christelis, Jappelli, and Padula (2010) study the relation between cognitive abilities and stockholding based on the Survey of Health, Assets, Retirement, and Expectations (SHARE), and find that the propensity to invest directly and indirectly in stocks (through mutual funds and retirement accounts) is strongly associated with mathematical ability, verbal fluency, and recall skills. In a related paper, Ardle, Smith, and Willis (2009) find that numeracy, measured through the accuracy of responses to three simple mathematical questions, is a strong predictor of total wealth, financial wealth, and the fraction of wealth held in stocks. Smith, Ardle and Willis (2009) extend the evidence studying the relationship between household wealth and the cognitive status of both spouses. Alessie, Lusardi, and Van Rooij (2008) study the relation between financial sophistication and wealth relying on specific measures of financial literacy available in a special module of the Dutch DNB Household Survey. The module contains basic questions on the ability to perform simple calculations and to understand compound interest, inflation, and money illusion, and more advanced questions on stock market functioning, characteristics of stocks, mutual funds and bonds, equity premiums, and the benefits of diversification. They find that financial sophistication is associated with higher wealth, higher probability to invest in the stock market and higher propensity to plan for retirement. In the context of developing countries, Cole, Sampson, and Zia (2009) analyze the relation between economic literacy and participation in formal financial markets. Using survey data on India and Indonesia, they show that financial literacy is a powerful predictor of demand for financial services. However, in a field experiment where randomly selected unbanked households were offered finance education, they find that, with the exception of completely uneducated and financially illiterate households, the program had no effect on the likelihood of opening a bank savings account. Hastings and Tejeda-Ashton (2008) use survey responses and the results of an experiment involving participants in Mexico's privatized 5 social security system, to examine how financial literacy impacts on workers' choice behavior and how simplifying the information related to management fees may increase measures of price elasticity sensitivity among the financially illiterate. They find that how information is presented to workers can have a substantial impact on the optimal fees that firms can charge in the marketplace.
One of the limitations of all the studies cited is that the incentive to become financially literate depends on the level of wealth and the portfolio allocation, which give rise to an endogeneity bias. Two papers that address this crucial issue provide conflicting results. The endogeneity issue is also addressed by Cole and Kartini Shastri (2009) who show that financial literacy education mandated by US state governments does not have an effect on financial market participation. They show that participation rates among those who graduated before it became compulsory (and therefore were not exposed to financial literacy education) are identical to the rate for those graduates who were exposed to this program.
The debt side
On the debt side, borrowing in mortgage markets, ownership of credit cards, and consumer credit have increased in almost all OECD countries. To evaluate the information available on different loan possibilities, choose among different credit instruments, and identify predatory lending necessitate "a minimum level of financial literacy and skills to distinguish between products" (OECD, 2005, p. 65 ). The recent crisis shows that poor economic literacy can affect not only the choice of individual investors and borrowers, but can be an aggravating factor in a recession because household debt plays a central role in the balance sheets of banks and other financial intermediaries. Using cross-country data on 6 household debt, and panel data on arrears, Jappelli, Pagano, and Di Maggio (2008) find that household indebtedness is associated with increased "financial fragility", as measured by the sensitivity of household arrears and insolvencies to the amount of lending and to macroeconomic shocks.
Despite its importance and potentially damaging consequences, the debt side of economic literacy has received less research attention than the asset side. Lusardi and Tufano (2009) analyze a national sample of Americans with respect to their debt literacy, financial experience, and judgment about the level of their indebtedness. They measure debt literacy through a set of questions testing the respondents' knowledge of fundamental concepts related to debt, and find that there is illiteracy in all segments of the population, but especially women and the elderly. The paper finds a strong relationship between debt literacy and both financial experience and debt load, and finds also that individuals with lower levels of debt literacy tend to transact in high-cost ways (incurring fees and using high cost borrowing).
This finding lends support to the claim that low levels of economic literacy have contributed to debt buildup, which, in some countries (e.g. the US and Germany), has been accompanied by an increased number of insolvencies and bankruptcies.
The macro side
Economic literacy also contributes to the good workings of markets and policies. First, lack of financial literacy may create more favorable conditions for deceitful financial practices and unfair competition in financial markets, and be a serious impediment to effective financial intermediation. In contrast, as stressed at the 2006 Meeting of the G8 Finance Ministers, "well-informed and educated financial consumers lead to better financial markets where rogue products are forced from the marketplace and confidence is raised" (G8, 2006) . When households are well informed, they can also discipline policy makers, so that "better-informed citizenry makes for better economic policy-making" (Mishkin, 2008) , a point stressed by Bernanke, who argues that improving financial literacy is a way to restore confidence in the economy: the Federal Reserve's mission of conducting monetary policy and maintaining a stable financial system depends upon the participation and support of an educated public. As the Fed pursues the monetary policy objectives that have been set out by Congress (price stability, maximum employment, and moderate long-term interest rates) it is essential that the public understands our objectives and our actions. Educating the public about the reasoning behind our decisions helps build confidence in our economic systemanother critical factor in keeping our economy running smoothly. (Bernanke, 2006) 
International evidence
Despite the importance of economic literacy for households' decisions and the proper functioning of financial markets, the evidence on the importance of literacy and the effectiveness of financial education is focused primarily on the US. Although these surveys differ in terms of respondents targeted, the approach to measuring economic literacy, and the methodology, we can identify some common findings.
First, many countries exhibit a rather low level of literacy; second, economic literacy is correlated with education (as measured by school or college attendance). 4 Also, where comparisons are possible, respondents generally report knowing more about financial matters 8 than is actually the case. Finally, surveys show that economic literacy tends to be associated with higher income and wealth. However, this should not be interpreted as a causal link running from literacy to wealth, because the incentives to learn about finance are directly related to the level of resources. Indeed, as mentioned in Section 2, sorting out the causality between economic literacy and portfolio outcomes is a major challenge.
In principle, to enable cross-country comparison, a single questionnaire should be administered to a random sample of the population in each country and the data integrated with economic, demographic, and institutional variables. However, such an approach (like the OECD-PISA test of educational achievement among 15-year olds) would require substantial resources and coordination efforts. Christelis, Jappelli, and Padula (2010) make an attempt in this direction by analyzing indicators of cognitive abilities (including some related to economic literacy) in the 11 countries covered by SHARE. Their analysis of a sample of respondents aged 50 and over, shows that cognitive abilities tend to be higher in Northern
Europe, decline with age, and be positively associated with a college education. 5 However, there is wide variation of cognitive abilities within each country, age, and education group.
Given the small number of countries they cover, explaining cross-country differences using SHARE data is clearly not feasible.
In the absence of international microeconomic data, the present paper relies on a survey of business leaders, which data have so far not been used to study economic literacy or its determinants. There are two advantages to using this dataset. First, it provides consistent international comparison of economic literacy in 55 countries over the 1995-2008 period, allowing to relate literacy to macroeconomic and institutional variables within a panel framework. Second, experts with an international dimension are less subject to the fact that individuals in different countries might use different response scales. The limitations to these data are that they are only available in aggregate form, which does not allow analysis of specific socioeconomic groups.
Indicator of economic literacy
Since 1995 Figure 1 plots the distribution of economic literacy for the world, and highlights large international differences from a score of less than 3 for South Africa, Venezuela, Peru, Mexico, and Croatia, to values above 7 for Ireland, Finland, and Singapore. Most of the former socialist countries show low literacy scores. This points to an interpretation that the history of financial market developments matters, and that a relatively low development of stock and credit markets is associated with a low level of literacy.
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One caveat related to using the WCY index is that it indirectly elicits the level of economic literacy in each country based on managers' and country experts' responses, rather than a standardized survey of individuals. The only dataset that has some comparability with WCY is SHARE, which provides detailed information on cognitive abilities (including a few questions related to economic literacy) at the individual level, for 11 European countries. 7 In SHARE the variable closest to economic literacy measures the ability to perform basic numerical operations and understanding of basic financial principles.
Specifically, SHARE respondents are asked: (1) to find 10 percent of a number; (2) to compute the cost of a good that sells at half price; (3) to compute the cost of a new car based on knowing the cost of a used car and that the used car is two-thirds of a new car; (4) to find the value of an account balance after two years of an annual interest rate of 10 percent. On the basis of these questions, Dewey and Prince (2005) construct an indicator based on these questions. The indicator ranges from 1 to 5 and is a function of the number of questions answered correctly; its construction and the actual questions are provided in the Appendix to this paper.
Although the SHARE variable is not the ideal measure of economic literacy because it includes only a few economic concepts, there is evidence that knowledge about numerical problems is related to financial outcomes. Ardle, Smith, and Willis (2009) suggest that more numerate individuals are more adept at complex decision-making including financial decisions, and also appear to be more patient and thus more likely to have saved and invested in the past. Examining the results from a 25-item test of financial knowledge in the Cognitive Economics Survey, Delevande, Rohwedder, and Willis (2008) find that the number series score has a strong and significant effect on the financial test score -as does educational attainment and number of economics courses the respondent has attended.
In the context of the present study, the SHARE numeracy variable is quite useful because it is available for 11 countries for which IMD data are also available. 
Descriptive analysis
The most natural framework to study the determinants of economic literacy is to consider that people accumulate financial knowledge combining ability and effort according to a human capital production function similar to Cunha and Heckman (2007) . Applying this framework to the context of economic literacy, Delevande, Rohwedder, and Willis (2008) The most informative and reliable indicator of cognitive ability is provided by the PISA scores (Hanushek and Woessman, 2008) . Figure 3 shows that there is a strong positive association between economic and mathematical abilities, and that the effects are potentially large. For example, in countries where the PISA score is less than 400, the indicator of economic literacy does not exceed 4, while in almost all countries with math scores above 500 the indicator for economic literacy is higher than 6. There is also a positive correlation between economic literacy and the fraction of the adult population with college education: in 10 PISA is available for 27 countries in 1998, 28 in 2000, 33 in 2003 and 44 in 2006. For each country, we take the average value where more than one observation is available. 11 Ardle, Smith, and Willis (2009) mention that factors associated with lower cognitive performance include low socioeconomic status, birth complications, and poor early nutrition. 12 As noted in a recent OECD report, access through internet to many financial products has reduced transaction costs, but also increased the likelihood that consumers will encounter sophisticated financial assets (OECD, 2005) .
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countries with college achievement rates below 25 percent economic literacy is less than 5
and that where college achievement exceeds 40 percent, literacy is above 6.
The share of the urban population is also positively correlated to literacy (see Figure 4 ).
Countries where most of the population is concentrated in large cities (e.g. Australia,
Belgium, Hong Kong, Israel) also feature relatively high literacy, lending support to the idea that more intense social interactions are associated with higher literacy.
Economic literacy is positively correlated to economic development (measured by GDP per capita) and financial development (the GDP ratio of stock market capitalization plus private credit, the most widely used indicator of financial development (Beck, Demirgüç-Kunt, and Levine, 2009 ). These correlations may be interpreted as financial development raising the volume of saving and the incentives to learn about finance. However, such a conclusion would be premature, because the two-way correlation may be driven simply by financial development being correlated to education, GDP per capita and other determinants of literacy. Furthermore, economic literacy can affect financial development, for at least three reasons. First, higher literacy leads to more efficient allocation of savings and higher per dollar returns, attracting more investment and growth in the country. Second, higher literacy might induce greater stock market participation and financial market depth, as shown in Christelis, Jappelli, and Padula (2010) and Alessie, Lusardi and Van Rooij, (2007) . Third, as
Bernanke (2006) claims, economic literacy might build confidence in the market economy, discipline financial intermediaries, and create a better policy environment for growth.
The social security payroll tax rate is directly related to the amount of mandated saving in the form of social security contributions and, therefore, is also an indicator of the resources available for private accumulation, particularly in the form of private pension funds, life insurance, and other retirement savings vehicles. Since payroll tax is set by the government, it can be fairly safely assumed that it is not affected by the level of economic literacy. This rules out that governments decide to introduce less generous socials security benefits in countries where people do not have sufficient economic literacy to manage their own pension investment well. This assumption is reasonable, as recent social security reforms (in Sweden, 13 Hong, Kubik, and Stein (2004) show that stock market participation is higher among more socially connected individuals. A related line of research points out that trust is an important determinant of economic exchange and financial transactions. Guiso, Sapienza, and Zingales (2004) find that, other things being equal, the proportion of stockholders is higher in Italian provinces with relatively high social trust. People who are more active socially might be more inclined to trust, making the effects of sociability and trust difficult to distinguish empirically.
14 Italy, Germany and elsewhere) were implemented to address population aging and fiscal crisis, rather than to raise the level of economic literacy of the country. Figure 5 shows that contribution rates are negatively correlated to economic literacy: countries where contribution rates are lower then 20 percent (Chile and New Zealand) score above 6 for economic literacy, while countries with higher contribution rates (Greece, Spain and Portugal) show relatively low literacy levels. Since the contribution rate is more likely to be exogenous with respect to economic literacy, in the literacy regressions we rely primarily on contribution rate to proxy for private resources. However, we also provide OLS and instrumental variables estimates based on financial development and GDP per capita. Table 2 repeat the estimation using a robust estimation method to check for the effect of influential observations; the results are unaffected.
Regression analysis
In what follows, we provide a number of checks for the correlations in Table 2 , expanding the variables used in the estimation, controlling for the potential endogeneity of some of the variables, and reporting fixed effects estimates at the level of individual countries. We next report regression estimates for the relation between economic literacy and three proxies for financial market deepening: GDP ratio of stock market capitalization, GDP ratio of private credit, and the sum of these two items (financial development). Table 4 shows that, other things being equal, the measures of financial market deepening are not correlated with literacy. Given the potential endogeneity of financial market development with respect to literacy, in the last two columns of Table 4 we supplement the OLS estimates with instrumental variable regressions.
We draw on the large literature on the legal and institutional determinants of financial development to obtain our instruments, and use dummies for the legal origin of the country and an index of the strength of investors' protection (a combined indicator of transparency of transactions, director liability, and shareholders' ability to sue officers and directors for misconduct). 14 The Sargan test does not reject the hypothesis of valid instruments. The F-tests of the exclusion of the instrument set in the first-stage regression were statistically significant at the 1% level (5% in case of private credit). Since such a diagnostic has limitations when there is more than one endogenous regressor (as in column 3), we compute the partial R squared (Shea, 1997) . 15 In both specifications, the instrumental variable estimates confirm lack of significance of the indicators of financial development; the lack of correlation is not affected by the particular set of instruments used.
16
The cross-sectional estimates can be criticized for excluding too many country-level characteristics that potentially are related to economic literacy and for which the regressions in Table 3 do not control. To address this issue, we exploit the panel structure of the sample; Table 5 reports the fixed effects estimates. We drop the dummy for former socialist countries (which is absorbed by the country fixed effects) and to the baseline regression add a cyclical indicator (GDP growth rate) and -in column (2) -proxies for financial development. Since for many countries only one set of PISA scores is available, we replace them with the fraction of individuals with college education. Both regressions confirm a positive and significant association between share of urban population and economic literacy. The coefficient of the social security contribution rate is statistically different from zero (at the 5 percent level) only in the second specification. The magnitude of the coefficients is smaller than in the OLS regressions in Table 2 : a one standard deviation increase in the contribution rate is associated with a reduction of 0.15 standard deviations of literacy.
In the panel estimates the coefficients of the school attainment variable are not statistically different from zero. This is expected, given that the level of education is a slowly changing variable whose effect is hard to pinpoint in a relatively short panel. 17 Finally, it should be noted that since the institutional determinants of financial market deepening are and Pagano (2009) find that information sharing among lenders is associated with improved availability and lower costs of credit. 15 Shea's partial R-squared is a test of the individual explanatory power of the instruments, accounting for correlation among the instruments. The results obtained indicate that there is enough separate variation in the instruments. 16 We also experiment with an index of Creditor Rights as a measure of creditor legal protection built using the methodology proposed by La Porta, Lopez-de-Silane, Shleifer, and Vishny (1997) . Higher values of this index imply that secured lenders are better protected in the case that a borrower defaults. As a measure of actual creditor protection, we include the variable Time to Enforce Payment, which measures the (log of the) number of days it takes for a creditor to secure an outstanding payment through the courts if a debtor defaults. Finally, we include among the instruments the variable Information Sharing in Credit Markets because Djankov, McLiesh, and Shleifer (2007) and Brown, Jappelli, and Pagano (2009) find that information sharing among lenders is associated with improved availability and lower costs of credit. 17 In the panel estimates the coefficients of internet connection and life expectancy are never statistically different from zero.
constant over time or change only slowly, in the panel regressions there is not enough variability in the instruments to provide reliable IV estimates.
In columns (3) and (4) of Table 5 we repeat the estimation using education in finance as an alternative indicator of economic literacy (recall that the variable is available only from 1999 to 2008). The estimates show that education in finance is negatively associated with the social security contribution rate, confirming the results in columns 1 and 2. Instead, the coefficients of urban population, college achievement and financial development are not statistically different from zero.
Conclusions
Many surveys have shown that investors have poor financial literacy. These surveys are targeted at different population groups around the world, and elicit economic literacy in very different ways, from self-assessment to detailed questions aimed at understanding whether individuals are familiar with basic economic concepts, portfolio management, and specific financial products. The data used in this paper offer a comprehensive assessment of literacy across the world based on a survey of executives in 55 countries, in 1995-2008. The advantage of the dataset is strict international comparability, which allows economic literacy to be related to the quantity and quality of human capital, technological infrastructure, economic, and financial development. The drawback to it is that the survey respondents are a selected group of managers and country-experts, and that data are only available in aggregate form, preventing analysis of specific socioeconomic groups.
The descriptive analysis shows that literacy varies quite substantially among countries, and the regression analysis shows that its level depends on educational achievement, social interactions (as proxied by the share of urban population), and mandated savings in the form of social security contributions. The contribution rate is used as an (inverse) proxy for financial market deepening to minimize the risk of reverse causation between financial literacy and financial development. The findings can be rationalized using a standard human capital model, where financial knowledge depends on cognitive ability, and incentives to accumulate knowledge are directly related to the level of household resources invested in financial markets, and particularly in pension funds.
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The paper has two implications for policy. First, the international comparison suggests that economic literacy improves with the drivers of human capital and financial market reform, both of which change slowly over time. Second, social security reforms associated with financial market deepening (e.g., the creation of private pension funds), by raising the incentive to acquire financial knowledge, eventually will lead also to improvements in economic literacy.
The World Competitiveness Yearbook (WCY)
The IMD World Competitiveness Yearbook (WCY) is a comprehensive annual report on the competitiveness of nations available for 1995 to 2008. The WCY includes 329 variables on the following topics:
• Economic Performance (82 variables), covering domestic economy, international trade, international investment, employment, and prices.
• Government Efficiency (70 variables), covering public finance, fiscal policy, institutional framework, business legislation, and societal framework.
• Business Efficiency (67 variables), covering productivity, labor markets, finance, management practices and attitudes, and values.
• Infrastructure (110 variables), covering basic infrastructure, technological infrastructure, scientific infrastructure, health and environment, and education.
The WCY uses different types of data to measure quantitative and qualitative issues separately. Statistical indicators are acquired from international, national and regional organizations, private institutions and a network of 54 partner institutes worldwide. These statistics are referred to in the WCY as Hard Data and include 245 variables. The other variables are drawn from the annual Executive Opinion Survey and are referred to in the WCY as Survey Data.
The Executive Opinion Survey was designed to quantify issues that are not easily measured, for example management practices, labor relations, corruption, environmental concerns, and quality of life. The Executive Opinion Survey is sent to executives in top and middle management in all of the economies covered by the WCY. The sample of respondents covers a cross-section of the business community in each economic sector: primary, manufacturing, and services, based on their contribution to the GDP of the economy. The survey respondents are nationals or expatriates, located in local and foreign enterprises in a country and who, in general, have an international dimension. The surveys are sent in January and are returned in April of each year. From the last Opinion Survey, WCY indicators were based on 3,960 responses from 57 countries.
The following variables are drawn from the WCY database: economic literacy, life expectancy, fraction of urban population, internet and computers per capita, GDP per capita.
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Macroeconomic variables
Education: Secondary and tertiary enrolment rates (Source: OECD, Education at a Glance). Financial development: Stock market capitalization relative to GDP and private credit relative to GDP (Source : Beck, Demirgüç-Kunt, and Levine, 2009 ).
Institutional variables
The following variables are drawn from the Doing Business database, available at the World Bank web site.
Legal origin. Identifies the legal origin of the company law or commercial code of each country. Source: La Porta, Lopez-de-Silane, Schleifer and Vishny (1997) .
Investor protection: Measures the strength of minority shareholder protection against directors' misuse of corporate assets for personal gain. The indicators distinguish among three dimensions of investor protection: transparency of related-party transactions (extent of disclosure index); liability for self-dealing (extent of director liability index); and shareholders' ability to sue officers and directors for misconduct (ease of shareholder suit index). The data are from a survey of corporate lawyers and are based on securities regulations, company law, and court rules of evidence transparency of transactions, director liability index, and shareholders' ability to sue officers and directors for misconduct Information Sharing Index. The depth of credit information index measures the scope, accessibility and quality of credit information available through either public or private credit registries. The index ranges from 0 to 6, with higher values indicating the availability of more credit information, from either a public registry or a private bureau. A score of 1 is assigned for each of the following 6 features of the public registry or the private credit bureau (or both):
• positive and negative credit information • data on firms and individuals • data from retailers, trade creditors, utility companies, and financial institutions • at least 2 years of historical data • data on loans below 1% of per capita incomes • borrowers have the right to access their data in the largest registry in the economy.
Enforcing contracts. Indicators on enforcing contracts measure the efficiency of the judicial system at resolving a commercial dispute. The data are built following a step-by-step evolution of commercial sale disputes in the local courts. Data are collected from codes of civil procedure and other court regulations and surveys completed by local litigation lawyers (and, in 25% of the countries, also by judges).The value of a claim equals 200% of the national per capita income. Time to collect the claim is recorded in calendar days, counted from the moment the plaintiff files the lawsuit in court until payment. Costs are recorded as a percentage of the claim. Note. The dependent variable is the index of economic literacy. Left-hand-side and right-hand-side variables have been standardized to have mean zero and standard deviation equal to one. In the IV estimates the instruments are: a dummy for English origin, a dummy for French origin, and an index of the strength of investors' protection (based on the average of transparency of transactions, director liability index, and shareholders' ability to sue officers and directors for misconduct). Standard errors are reported in parenthesis. One star indicates significance at the 10 percent level, two stars at the 5 percent level, three stars at the 1 percent level. 
